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DOCUMENTS DEPOSIT 
HUD’s IG Recovers Millions in Improperly Spent Funds 


HUD’s Office of the Inspector General (IG) has recovered more than $14 million in improperly spent 
funds during the first half of Fiscal Year 1981. The funds were spent by program recipients and 
discovered as a result of audits conducted or monitored by the Inspector General’s office. 


In a semiannual report to Congress required by the Inspector General Act of 1978, the Department’s IG 
outlines activities of his office for the period between October 1 , 1980 and March 31, 1981. According 
to the report, 63 internal audit and survey reports and 261 external audit and accounting system 
evaluation reports were issued during the first half of FY 1981. An additional 2,334 audit reports 
prepared by non-Federal auditors were reviewed and accepted by the IG. The dollar value of reported 
deficiencies and questionable costs identified in the reports amounted to some $363 million. The report 
included recommendations to improve the effectiveness and administration of HUD’s programs. 


The report also indicated that the IG opened 1 ,089 new cases involving HUD personnel and firms doing 
busines with HUD and referred 277 cases for prosecution. The investigations resulted in 88 indictments 
and 51 convictions. 


Under Secretary Donald I. Hovde has identified more than 30 recommendations for improved 
collection procedures for departmental programs, adopting uniform principles and policies for the 
servicing of defaulted loans, consolidating and centralizing loan servicing processes for defaulted loans 
and establishing a Departmental Write-off Committee. 


Copies of the report may be obtained from the Office of the Inspector General, HUD, 451 Seventh 
Street, S.W., Room 8256, Washington, D.C. 20410. 


HUD Celebrates Women’s Week Under ‘Forward Together’ Theme 


A series of training workshops, speeches and the showing of films marked a week-long celebration of 
the eight annual HUD Headquarters Women’s Week. Cosponsored by the Headquarters Federal 
Women’s Program and the HUD Women’ s Caucus, the program was built on the theme: **Forward 
Together, Progress Through Unity.”’ 


In endorsing the program, HUD Secretary Samuel R. Pierce, Jr. , said: ‘‘Discrimination against women 
has too often in the past robbed the Nation of fully using the talents of a majority of its citizens.’’ He 
noted that women increasingly have held major policymaking posts at HUD, and pledged that their 
maximum contributions would continue to be sought out in the Reagan administration. 


HUD Announces Sale of Public Housing Project Notes 


HUD recently announced that project notes totaling $1,018,576,000, representing 89 public housing 
agencies, were sold June 2 at an average interest rate of 7.558 percent. The interest rate on May 12 was 
8.109 percent. Bids ranged from 6.55 percent to 7.95 percent. The average maturity of the notes sold 
was 5.7 months. Proceeds of the note sale will be used to reimburse the Federal Government for funds 
advanced to public housing agencies and to refund maturing notes for low-income housing projects. 











HUD Revises Small Cities Program Grant Requirements for Puerto Rico 


HUD is amending its regulations covering community development block grants as they relate to the 
implementation of the Small Cities Program in the Commonwealth of Puerto Rico. The action is being 
taken because of factors unique to Puerto Rico. These include the relatively large amount of funds 
provided, the large percentage of population below the poverty level, the large number of economically 
depressed areas, and the fact that there are approximately 72 Municipios eligible for funding under the 
Small Cities program. A Municipio is the eligible unit of general local government in Puerto Rico. 


Because of these unique factors, HUD has determined that a competitive system is unnecessary and 
that a formula method of distributing funds to eligible Municipios under the Small Cities program is 
logical and equitable. A major advantage, HUD says, will be a more simplified application process 
which will save considerable staff time for eligible applicants and departmental staff. Additionally , 

Muncipios will have a predictable level of community development funding, subject to their own 

performance, and will need to submit only one application annually. A preapplication will no longer be 

required under the revised regulations. 


Additional information on the revised regulations, which take effect on July 14, 1981, may be obtained 
from Helen Duncan, Small Cities Division, Office of Community Planning and Development, Room 
7282, HUD, 451-Seventh Street, S.W., Washington, D.C. ,20410, (202/755-6322). The final rule 
appears on pp. 29908 of the Federal Register, Volume 46, No. 16, June 3, 1981. 


NAHB Votes to Make HOW a Mutual Company 


The Home Owners Warranty (HOW) Corporation will become a mutual company owned by some 
16,000 participating builders. The action was taken by the board of directors of the National 
Association of Home Builders recently. The vote means that HOW, which provides a 10-year buyer 
protection plan to home purchasers, ‘‘can give buyers even more assurance that a HOW house is 
soundly built and backed by a solid commitment to excellence,’’ according to its president, Robert J. 
Reid. 


Reid said the independent mutual company will give builders a ‘‘direct stake’’ in the success of the 
program and will create even more incentive for sound underwriting of the program. Started in 1974, 
the HOW program now has more than 950,000 homes under warranty valued at more than $50 billion. 
He emphasized that the home warranty company will continue ‘‘the commission arrangement it now 
has with the NAHB,” and that it would continue to work with the same type of strong builder leadership 
at the local level that it has now. 


Interest Rates on Home Mortgages Reach Record Level in May 


The Federal Home Loan Bank Board (FHLBB) reported recently that interest rates on home 
mortgages reached an average of 16.1 percent in early May and continued to a record level later in the 
same month. The previous record was reached in April 1980 when the rate rose to 16.55 percent. The 
average rate dipped to 12.52 percent last August, but started an increase which continued until the 
FHLBB issued its report last month. 


The report said: ‘“The sharp advance in rates reflected both substantial withdrawals of funds from thrift 
institutions, which are typically large mortgage lenders, and the general rise in long-term interest 
rates.’’ The Board’s average is based on a survey of loan commitments of major savings institutions. It 
applies to the standard 25-year mortgage on 75 percent of the price of a new, single-family home. 


Sumichrast Says 1981 Housing Starts Better Than Last Year 


Writing in the Housing Starts Bulletin, Michael Sumichrast, chief economist for the National 
Association of Home Builders (NAHB), said that housing starts in 1981 are relatively better than last 
year. “‘In the first four months of 1980,’’ he said, ‘‘we had only 334,000 new units actually started 

_ compared to 388 ,000 started in the first four months of 1981 — an increase of 16 percent.’’ Sumichrast 
said that starts data does not always “‘realistically portray an underlying trend.”’ 





Of the 53,700 more new units started in 1981 than in 1980, nearly two-thirds were single-family houses, 
about 27 percent were 5 plus units and the balance were 2-4 units. *“With the rates as high as they are, 
it’s rather remarkable that singles did so well,’’ he observed. *‘In comparing this year with last year, 
you must also consider the fact that in 1980 we had just gone through tight credit controls and much of 
the housing activity had stopped. Thus an increase now tends to look better than it actually is."’ 


Nuggets 


The College of Architecture, the University of North Carolina at Charlotte, is publishing a critical 
journal under the theme: ‘*In Search of the Southern City.’’ The college says that **the inaugural 
volume will address the forms and meanings which the idea of the city holds, and has held in the 
South.’’ Contributors will examine the idea of the city — as built, as envisioned, as imported, as 
indigenous — from the perspective of their own disciplines. The school has issued a **call for papers” 
and manuscripts must be received no later than October | , 1981. The format to be followed appeared in 
the March issue of the Journal of the Society of Architectural Historians. Submissions should be sent to 
Reconstruction, COA, UNCC, Charlotte, N.C. 28223. 


Don E. Schultz, author of But, How Will Consumers React to a Pushbutton Marketplace, predicts that 
**Sometime in the 1990's, U.S. families will sit down in front of a cathode ray tube (CRT) and two-way 
cable system, a facsimile machine and an electronic funds transfer system to do their purchasing and 
shopping for the next several weeks. . . In short, the shopping center of the 1990’s is in the living 
rooms of homes all over the country.”’ 


Howard Ecker and Company, a firm which monitors office market conditions in 17 U.S. and four 
Canadian cities, says that developers may be building too many offices in major U.S. cities and thus 
dampening the rent increases that have prompted the biggest office building boom since the 1960’s. The 
office leasing and consulting firm said that the national office vacancy rate is beginning to grow for the 
first time since 1976, and that the difference between rents for old and new buildings is widening. Cities 
like Atlanta, Chicago, Houston, New York and Washington, D.C. are in danger of becoming 
‘‘overbuilt,’’ the company said. The survey found that base rents range from $11 per square foot in 
Kansas City to a high of $35 in New York City. 


Meanwhile, the U.S. Commerce Department reports that office construction during the first quarter of 
1981 was up 16 percent in constant dollar terms from fourth-quarter (1980) levels, and up 20 percent 
from 1980 totals. Commerce said that office starts were 28 percent higher than 1980 levels and 
backlogs on uncompleted work are at their highest levels since the early 1970’s. A rise in the number of 
white-collar workers, the availability of new and diverse financing and the potential for a good return on 
investments have all combined to feed the current office construction boom, the Department said. 


FYI 


U.S. League of Savings Associations (LSA). . . Summer Clinic. . . Chicago, Ill., August 2-5, 1981. 
Details: LSA, 11 E. Wacker Drive, Chicago, III. , 60601 (321/655-3100). 


Management Concepts Incorporated (MCI). . . Grants Management for Program _ 
Officials. . . Bethesda, Md., August 5-7, 1981. Details: MIC, 5201 Leesburg Pike, Suite 900, Falls 
Church, Va. , 22041 (703/379-2900). 


Management Sciences Training Center, U.S. Office of Personnel Management (MSTC/ 
OPM). . . *‘The Federal Budget Process’’. . . Washington, D.C. August 12-13, 1981. Details: 
MSTC/OPM, P.O. Box 7230, Washington, D.C. , 20044 (202/254-8020). 


American Society for Industrial Security (ASIS). . . 27th Annual Seminar and Exhibits. . . New 
Orleans, La., August 21-September 3, 1981. Details: ASIS, 2000 K Street, N.W., Suite 651, Box A, 
Washington, D.C. 20006. 





Significant Litigation 


Margaret Ressler, et. al. v. Samuel R. Pierce, Jr., et. al., No. A77-228 CIV. (D. Alaska, April 20, 
1981) (Judgment) 


On April 20, 1981 the District Court issued a final judgment requiring owners participating in the 
Section 8 Loan Management Set-Aside program in Alaska to: 1) establish tenant selection criteria; 2) 
establish a chronological waiting list for successful applicants for whom suitable units are not available; 
and 3) notify unsuccessful applicants of the reasons for their rejection and the availability of a review 
procedure. The court ordered HUD to provide the unsuccessful applicants either an informal hearing or 
a review of the written submissions of the parties. The Department has recommended to the 
Department of Justice that the decision be appealed. 


Mountain States Legal Foundation and Garcia Concrete, Inc. v. HUD, the City and the County of 
Denver, et. al., C.A. No. 81-M-578 (D. Colo., filed 4/81) 


Plaintiffs, purportedly a nonprofit public interest legal foundation and a rejected bidder on a public 
works construction contract, instituted this suit against the City and County of Denver and several of 
their public officials, HUD and the alleged successful bidder on the contract. Plaintiffs claim that the 
manner in which the government defendants allegedly awarded the CDBG contract to the private 
defendants was illegal. They claim that instead of awarding the contract to the lowest bidder, the local 
government defendants selected a contractor who met the Federal defendants’ alleged criteria requiring 
that CDBG funded public works projects be awarded to bidders with not only the lowest bid but who 
also obtained the requisite number of points to be characterized as a small local business. Plaintiffs 
claim that the alleged HUD criteria for awarding CDBG funded construction contracts is beyond the 
Department’s authority under Section 3 of the Housing and Urban Development Act of 1968, as 
amended, and 24 C.F.R. Section 135.1, et seq., and violates the City and County’s charter, the equal 
protection clause of the 14th Amendment and the commerce clause of the U.S. Constitution. 


At arecent hearing the court refused to grant a temporary restraining order to enjoin performance of the 
contract on the ground that the contract had not actually been awarded to the private defendant. HUD 
has filed a motion for summary judgment. 
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